» WEEKLY Economic DIGEsT

JoINT EcoNnomic CoMMITTEE — DEMOCRATIC STAFF
SenATOR Jack ReeD (D-RI) - Vice CHAIRMAN

November 19, 2002

ConsumersKeep Spending - But Not on Cars
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* Non-automotive saleswer e stronger than expected in Oc-
tober. Retail salesexcluding motor vehiclesand partsgrew by
0.7 percent, and are now 4.5 percent above last October’smark.
October’ sgrowth was about twice asmuch asfinancial markets
had expected. However, automotive deal ersreported asharp drop
insalesfor the second month in arow after theremoval of gener-
ousfinancing incentivesthat fueled abuying spreethissummer.
Thedeclinesin automotive sales, which werewidely anticipated,
|eft totdl salesflat last month.

* Industrial production fell last month. Industria output fell 0.8
percent in October, thethird consecutive monthly declineand the
largest drop since September 2001. About half of that decline
reflected asharp drop in motor vehicle production. Output of
defense and space equipment, in contrast, rose 0.9 percent to 6.6
percent abovethelevel of twelve monthsago.

* Special factor sspurred inflation in coreproducer prices. The
coreproducer priceindex (which excludesfood and energy prices)
surged by 0.5 percent in October, the sharpest monthly increase
innearly threeyears. Lessaggressivefinancingincentivesby au-
tomotive dedlersled to sharp risesin producer pricesfor passen-
ger cars and light trucks. Gasoline and food prices also rose
sharply, pushing theoverdl producer priceindex up by ahefty 1.1
percent last month. Nevertheless, producer priceinflation over
thepast year remains|ow.

* Initial joblessclaimsfel, but continuing claimsremain high.
Over thefour weeksending with thefirst week of thismonth, the
average number of new claims for unemployment insurance
averaged fell to 396,750. Ongoing claims, however, roseto 2.9
percent of covered employment.
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Economy At A Glance Dec Oct Sep Aug ZQ???Z’ onrfg ZQOt?i éct)roi 2001 2000
Economic Activity
Real GDP (% growth) 4.0 1.3 5.0 2.7 0.3 3.8
Industrial Production (% growth) -9.2 -2.4 -2.4 3.5 4.2 2.6 -6.7 -3.9 4.5
Capacity Utilization (Level, %) 75.2 75.8 76.1 76.1 75.6 75.0 74.7 76.8 81.8
Civilian Unemployment Rate (Level, %) 57 5.6 5.7 5.7 5.9 5.6 5.6 4.8 4.0
Housing Starts (Thousands) 1603 1810 1631 1698 1667 1725 1573 1603 1573
gzzrgﬁﬂ;’sab'e Personal income 37 12| 27 36 145 77| 18 48
Retail Sales (% growth) 0.0 -14.5 6.2 6.7 4.3 -2.9 13.1 3.8 6.7
Personal Saving Rate (Level, %) 4.2 34 3.7 4.0 3.5 0.8 2.3 2.8
Inflation & Productivity
CPIU Inflation, All items (% growth) 3.7 2.4 3.7 1.9 3.4 1.4 0.3 2.8 3.4
Core CPI-U Inflation (% growth) 2.4 1.2 3.7 2.0 2.2 2.3 2.7 2.7 2.4
Compensation per Hour (% growth) 2.4 4.5 3.6 4.1 4.1 4.5
Output per Hour (% growth) 4.0 1.7 8.6 7.3 11 2.9
Financial Markets
T-Bill Rate, 3-month (Level, %) 1.6 1.6 1.6 1.6 1.7 1.7 1.9 3.4 58
T-Note Rate, 10-years (Level, %) 3.9 3.9 4.3 4.3 51 51 4.8 5.0 6.0
Federal Funds Rate (Level, %) 1.8 1.8 1.7 1.7 1.8 1.7 2.1 3.9 6.2
Dow Jones Industrial Avg (Index level) 8048 8161 8685 8488 9913 10105 9641| 10189 10735

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of the Census, U.S. Department of Commerce; Bureau of Labor Statistics,
U.S. Department of Labor; Board of Governors of the Federal Reserve System; Wall Street Journal; and,Haver Analytics.

Notes: Except where otherwise noted, values in the table represent percentage growth measured at seasonally adjusted annual rates. Growth
in retail sales includes food services. Core CPI-U inflation is the percentage change in the CPI-U excluding food and energy as reported by
the Bureau of Labor Statistics. Compensation is the Employment Cost Index for workers in private industry. Productivity is output per hour
for private nonagricultural establishments. The 3-month Treasury bill rate is the secondary market rate.

* Subject to revision this week.

Upcoming Economic Releases:

) Consumer Pricelndex, October [Release: Tuesday, November 19]

) International Tradein Goodsand Services, September [Rel ease: Tuesday, November 19]

U New Residential Construction, October [Release: Wednesday, November 20]

U Existing Home Sales, October [Rel ease: Monday, November 25]
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